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Enclosed please  find the  recommendation of Adminis tra tive  Law Judge  Scott He  s la . The
recommendation has been filed in the  form of an Order on:

AS H FORK DEVELOP MENT AS S OCIATION, INC.
D/B/A AS H FORK WATER S ERVICE

(RATES  AND FINANCING)

Pursuant to A.A.C. R14-3-l l0(B), you may file  exceptions  to the  recommenda tion of the
Adminis tra tive  Law Judge  by filing an origina l and thirteen (13) copies  of the  exceptions  with the
Commission's  Docke t Control a t the  address  lis ted be low by 4:0Q p.m. on or be fore :

OCTOBER 3, 2016

The  e nclos e d is NO1 _̀ a n orde r of the  Commis s ion, but a  re comme nda tion  of the
Administra tive  Law Judge to the  Commissioners . Considera tion of this  matter has te nta tive lybeen
scheduled for the  Commission's  Open Meeting to be  he ld on:

OCTOBER 27, 2016 AND OCTOBER 28, 2016

For more  informa tion, you may contact Docke t Control a t (602) 542-3477 or the  Hearing
Divis ion a t (602) 542-4250. For informa tion a bout the  Ope n Me e ting, conta ct the  Exe cutive
Director's  Office  a t (602) 542-3931.

Arizona Corporation Commission
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12o0 WEST WASHINGTON STREET; PHOENIX, ARIZONA85007-2927 I400 WEST CONGRESS STREET; TUCSON. ARIZONA85701-1347
wvvw.azcc.gov

This document is available in alternative formats by contacting Shaylin Bernal, ADA Coordinator, voice
phone number 602-542-3931, E-mail SABemal@azcc.gov.

1

7885
IRECTOR



DOCKETNOS. W-0100413-15-0313 ET AL. 1
p

On this 4.7. Mday of September, 2016, the  following document was  filed with Docke t Control a s
a Re comme nde d Orde r from the  He a ring Divis ion, and copie s  of the  document were  ma iled on
beha lf of the  Hearing Divis ion to the  pe rsons  on the  se rvice  lis t a ttached to the  Orde r who have
not consented to email se rvice . On this  da te  or as  soon as  poss ible  the reafte r, the  Commission's
eDocke t program will automa tica lly ema il a  link to the  filed document to the  following who have
consented to email service .

Lewis  E. Hume
AS H FORK WATER S ERVICE
PO Box 436
518 Lewis  Avenue
Ash Fork, AZ 86320

Janice  Alward, Chie f Counse l
Le ga l Divis ion
ARIZONA CORP ORATION COMMIS S ION
1200 West Washington Street
P hoe nix, AZ 85007

Thomas  Brode rick, Director
Utilitie s  Divis ion
ARIZONA CORP ORATION COMMIS S ION
1200 West Washington Street
P hoe nix, AZ 85007

Re be cca  Ta ll ra n
Assistant to Scott He sla



IN THE MATTER OF THE AP P LICATION OF AS H
FORK DEVELOP MENT AS S OCIATION, INC.
D/B/A AS H FORK WATER S ERVICE FOR
AP P ROVAL OF A FINANCING AP P LICATION.

1

2 COMMIS S IONERS
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5

BE F O RE  THE  ARIZO NA CCRP O RATIO N CO MMIS S IO N

DOUG LITTLE .- Cha irma n
BOB S TUMP
BOB BURNS
TOM FORES E
ANDY TO BIN

IN THE MATTER OF THE AP P LICATION OF AS H
FORK DEVELOP MENT AS S OCIATION, INC.
D/B/A AS H FORK WATER S ERVICE FOR A RATE
INCREAS E.

DOCKET NO. W-01004B-15-0313

DOCKET NO. W-01004B-15-0342

DECIS ION NO.

ORDER

Open Mee ting
October 27 and 28, 2016
Phoe nix, Arizona

BY THE  C O MMIS S IO N:

* * * * * * * * * *

Ha ving cons ide re d the  e ntire  re cord he re in a nd be ing fully a dvis e d in the  pre mis e s , the

Commission finds, concludes, and orders  tha t:

FINDINGS  OF FACT

1 . Procedural Histow

1. On September 1, 2015, in Docke t No. W-01004B-15-0313 ("Ra te  Docke t"), Ash Fork

De ve lopme nt Associa tion, Inc. d/b/a  Ash Fork Wa te r S e rvice  ("Ash Fork" or "Compa ny") file d with

the  Arizona  Corpora tion Commission ("Commission") an applica tion for a  permanent ra te  increase .

2. On September 16, 2015, in the  Rate  Docket, Mr. Earl M. Hasbrouck, a  customer of the
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Company, filed public comments opposing the  ra te  increase .

3. On September 30, 2015, in Docke t No. W-01004B-15-0342 ("Financing Docke t"), Ash

Fork filed an applica tion requesting authoriza tion to incur long-te rm debt from the  Water Infrastructure

Fina nce  Authority of Arizona  ("WlFA") in a n a mount not to e xce e d $150,000 for the  purpos e  of

constructing an a rsenic trea tment plant a t Well No. 2.

S :\SHesla\Water-Sewer\Rates\1503130rder_2.docx 1



DOCKET no. W-01004B-15-0313 ET AL.

1 4. On Octobe r 1, 2015, in the  Ra te  Docke t, the  Commiss ion's  Utilitie s  Divis ion ("S ta ff")

2 file d a  Le tte r of De ficie ncy s ta ting tha t the  ra te  a pplica tion did not me e t the  sufficie ncy re quire me nts

3 outline d in Arizona  Adminis tra tive  Code  ("A.A.C.") R14-2-103 .

4 5. On October 8, 2015, in both docke ts , Ash Fork filed le tte rs  certifying tha t notices  of the

5 ra te  applica tion and financing applica tion were  mailed to a ll customers of record by means of an insert

6 in the ir Octobe r wa te r bill.

7 6. On Octobe r 15, 2015, in the  Ra te  Docke t, Ash Fork tile d informa tion re spons ive  to

8 S ta ff's  Le tte r of De ficie ncy.

9 7. On October 27, 2015, in the  Ra te  Docke t, S ta ff filed a  Le tte r of Sufficiency s ta ting tha t

10 the  ra te  applica tion, a s  amended, had met the  sufficiency requirements  outlined in A.A.C. R14-2-103 ,

l l and cla ss ifying Ash Fork a s  a  Cla ss  D Utility.

12 8. On December 9, 2015, S ta ff filed a  Motion to Consolida te  in each of the  two docke ts ,

13 re que s ting a  proce dura l orde r to consolida te  the  Ra te  Docke t a nd Fina ncing Docke t. According to

14 S ta ff, the  is sue s  pre se nte d in both docke ts  a re  dire ctly re la te d a nd consolida tion would conse rve

15 resources . The  Company did not file  an objection to the  motion.

16 9. On December 11, 2015, in the  Rate  Docket, Ash Fork filed an updated balance  sheet.

17 10. On December 21, 2015, a  Procedura l Order was issued consolida ting the  Rate  Docket

18 a nd Fina ncing Docke t.

19 l l . On J a nua ry ll, 2016, S ta ff file d  its  S ta ff Re port re comme nding a pprova l of the

20 a pplica tions  subj e t to ce rta in te rms  a nd conditions .

21 12. On J a nua ry 25, 2016, As h Fork file d comme nts  in  re s pons e  to  the  S ta ff Re port

22 re que s ting cla rifica tion of ce rta in is sue s .

23 13. On February 4, 2016, a  Procedural Order was issued directing Staff to file  a  response to

24 the  Company's  comments  no la te r than Februa ry 19, 2016.

14. On Fe brua ry 19, 2016, S ta ff file d its  Re sponse  to the  Fe brua ry 4, 2016, P roce dura l2 5

2 6 Orde r.

27 On Ma rch 25, 2016, the  Adminis tra tive  La w J udge  a s s igne d to this  ma tte r file d a

28 Re comme nde d Opinion a nd Orde r ("ROO") for the  Commiss ion's  cons ide ra tion a nd fina l dispos ition

1 5 .

2 DECISION no.
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2

3 ending December 31, 2015.

4 17. On April 12, 2016, a  Procedura l Order was  issued scheduling a  te lephonic procedura l

5 conference  to commence  on April 19, 2016.

6 18. On April 19, 2016, the  te lephonic procedura l confe rence  was  he ld a s  scheduled, with

7 Ash Fork appea ring through its  Manage r, Mr. Lewis  Hume , and S ta ff appea ring through counse l. At

8 tha t time , the  pa rtie s  discussed the  procedura l implica tions  a ssocia ted with upda ting the  Company's

9 te s t yea r in the  ra te  applica tion. Ash Fork was  informed tha t amending its  current ra te  applica tion with

10 a  2015 te s t ye a r would de la y the  imple me nta tion of ne w ra te s  for s ix months  or more  due  to the

l l additiona l time  needed by S ta ff to review and ana lyze  the  upda ted financia l information. As  a  re sult,

12 Staff recommended that the rate  increase recommended in the ROO be adopted by the Commission at

13 the  ne xt s che dule d Ope n Me e ting a nd tha t the  Compa ny file  a  ne w ra te  a pplica tion with upda te d

14 fina ncia l informa tion. In re s pons e , As h Fork s ta te d tha t its  Boa rd of Dire ctors  fully cons ide re d the

15 recommenda tion of S ta ff, but ultimate ly decided tha t amending its  current ra te  applica tion was  in the

16 best inte res ts  of the  Company and its  customers .

17 19. On April 19, 2016, a  Procedura l Order was  issued granting the  Company's  reques t to

18 amend its  ra te  applica tion with a  tes t year ending December 31, 2015, and es tablishing various  filing

19

20

1 at the  Open Meeting scheduled for April 12 and 13, 2016.

16. On April 11, 2016, Ash Fork filed a  request to amend its  ra te  applica tion with a  test year

deadlines and other procedural requirements.

20. On May 10, 2016, Ash Fork tiled an amended ra te  applica tion with a  te s t yea r ending

21 December 31, 2015.

22 21. On May 20, 2016, Ash Fork filed bill count information for its  coin-opera ted s tandpipe

23 customers.

24 22. On J une  9, 2016, S ta ff tile d a  Le tte r of S ufficie ncy s ta ting tha t the  a me nde d ra te

25 a pplica tion ha d me t the  sufficie ncy re quire me nts  outline d in A.A.C. R14-2-103, a nd cla s s ifying Ash

26 Fork a s  a  Cla s s  D Utility.

27 23. On August 8, 2016, S ta ff tiled an upda ted S ta ff Report recommending approva l of the

28 amended ra te  applica tion and financing applica tion, subject to certa in te rms and conditions.

3 DECIS ION no .
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On August 15, 2016, Mr. Hasbrouck filed an Applica tion for Leave  to Inte rvene  in this1 24.

2 proce e ding.

3 25. On August 19, 2016, the  Company filed comments  opposing certa in recommendations

4 conta ined in the  upda ted S ta ff Report.

5 26. On S e pte mbe r 20, 2016, a  P roce dura l Orde r wa s  is s ue d de nying Mr. Ha s brouck's

6 Applica tion for Leave to Intervene because  the  issues ra ised there in unduly broadened the  scope of this

7 proce e ding.

8

9 27. Ash Fork is  a  Cla ss  D Arizona  nonprofit corpora tion providing wa te r utility se rvice  to

10 a pproxima te ly 222 me te re d cus tome rs  in a  se rvice  a re a  a pproxima te ly 50 mile s  we s t of Fla gs ta ff, in

l l Ya va pa i County, Arizona , purs ua nt to  a  Ce rtifica te  of Conve nie nce  a nd Ne ce s s ity ("CC&N")

12 transfe rred to Ash Fork in Decis ion No. 43321 (May 23, 1973). The  Commiss ion approved Ash Fork's

13 present ra tes and charges in Decision No. 71 l81 (June 30, 2009).

14 28. Ash Fork's  wate r system consis ts  of two wells  capable  of producing approximate ly 252

15 ga llons  pe r minute  ("GPM") of tota l capacity, two wa te r s torage  tanks  with a  tota l s torage  capacity of

16 1,000,000 gallons, and a  distribution system. During the year ending December 3 l , 2014, the Company

17 reported 34,405,000 gallons pumped and 33,362,000 gallons sold, resulting in a  water loss  ra tio of 3.03

18 pe rce nt.2

19 29. Ba se d on S ta ff' s  e ngine e ring a na lys is , the  Compa ny ha s  a de qua te  production a nd

20 s torage  capacity to support its  exis ting customer base  and reasonable  growth.

21 30. Ash Fork is  not loca ted within an Arizona  Depa rtment of Wate r Resources  ("ADWR")

22 a ctive  ma na ge me nt a re a  ("AMA"). In a  Complia nce  S ta tus  Re port da te d De ce mbe r 4, 2015, ADWR

23 de te rmined tha t Ash Fork is  currently in compliance  with departmenta l requirements  governing wate r

24 provide rs  a nd/or community wa te r sys te ms .

25 31. According to an Arizona  Depa rtment of Environmenta l Qua lity ("ADEQ") Compliance

26 S ta tus  Report da ted October 26, 2015, Ash Fork has  no ma jor de ficiencies  and is  currently de live ring

27

28

II. Background

1 The Company also provides water utility service to approximately 246 standpipe customers.
2 Staff indicates that a water loss ratio of 10 percent or less is acceptable.

4 DE CIS IO N n o .
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1

2 Drinking Wa te r Re gula tions ) a nd A.A.C., Title  18, Cha pte r 4.

32. S ta ffs  Compliance  Section da tabase  shows no outs tanding compliance  issues  for the3

4 Company.

33.5 Sta ff reviewed the  Consumer Services  Section da tabase  firm 2012 through 2016 and

6 found no compla ints  or inquirie s  a ga ins t the  Compa ny a nd one  public comme nt oppos ing the  ra te

7  incre a s e .

8 34. Ash Fork is  in good s tanding with the  Commiss ion's  Corpora tions  Divis ion.

9 35. Ash Fork has  approved Backflow and Curta ilment ta riffs  on tile  with the  Commiss ion.

10

11 A.

12 36. Ash Fork propose d a  Fa ir Va lue  Ra te  Ba se  ("FVRB") of $2,426,134 which doe s  not

13 diffe r from its  Origina l Cos t Ra te  Ba se  ("OCRB").

14 37. S ta ff de te rmined the  Company's  FVRB to be  $592,006, due  to S ta ff's  adjus tments  to

15 ne t pla nt in s e rvice , contributions -in-a id-of-cons truction ("CIAC"), a nd ca s h working ca pita l. The

16 Company did not dispute  S ta ffs  adjus tments  to ra te  base .

17 38. We  find  tha t S ta ff's  a d jus tme nts  to  the  Compa ny's  FVRB a re  re a s ona ble  a nd

18 appropria te , and should be  adopted.

19 39. Staff made an adjustment to the  Company's  proposed test year revenue, resulting in an

20 increase  of $2,992, from $250,802 to $253,794. The  increase  to tes t year revenue  was  due  to S ta ff" s

21 adjustments  to include  the  revenue  from uncharged se rvices  provided to community buildings  owned

22 by the  Company. The  Company did not dispute  S ta ffs  adjus tment to te s t yea r revenue .

23 40. We find tha t S ta ffs  adjustment to tes t year revenue  is  reasonable  and appropria te  and

24 adopt an adjusted tes t year revenue  figure  of $253,794.

25 41. S ta ff ma de  s e ve ra l a djus tme nts  to the  Compa ny's  propos e d ope ra ting e xpe ns e s ,

26 re sulting in a  ne t decrease  of $767, from $294,416 to $293,649. The  decrease  to te s t yea r ope ra ting

27 expenses is due to Staff' s adjustments to water testing expense and property tax expense. The Company

28 did not dispute  Staff' s  adjustments  to test year opera ting expenses.

III. Amended Rate Application

Adjustments to Rate Base and Operating Income

5 DE CIS IO N n o .



DOCKETNO. W-01004B-15-0313 ET AL. I 2

B. Revenue Requirement

Ra te  De s ig n

P re s e n t
Ra te s

Companv
Proposed

Staff
Recommended

MO NT HLY US AGE CHARGES :

5/8" X %" Me te r
%" Me te r
1" Me te r
1 %" Me te r
2" Me te r
3" Me te r
4" Me te r
6" Me te r

$12.00
12.00
18.00
24.00
35.00
55.00

100.00
120.00

$13.50
13.50
21.00
32.00
44.00
70.00

125.00
150.00

$15.00
15.00
24.00
35.00
46.00
72.00

127.00
152.00

MO NTHLY WIF A LO AN S UR C HAR G E :

1 42. We  find tha t S ta ffs  adjus tments  to te s t yea r ope ra ting expenses  a re  rea sonable  and

2 appropriate  and adopt an adjusted test year operating expense figure  of $293,649.

3 43. Based on Staff's  analysis , the  Company's  present ra tes and charges produced adjusted

4 operating revenue of $253,794 and adjusted test year operating expenses of $293,649, resulting in test

5 year opera ting loss  of $39,855 and no ra te  of re turn on the  Company's  FVRB of $592,006.

6

7 44. In its  amended ra te  applica tion, the  Company proposed tota l annual opera ting revenue

8 of $288,422, an increase  of $34,628, or 13.6 percent, over adjus ted tes t year revenue  of $253,794, to

9 provide  an ope ra ting loss  of $5,227, for no ra te  of re turn on the  Company's  FVRB.

10 45. S ta ff re comme nds  pe rma ne nt ra te s  tha t produce  tota l a nnua l ope ra ting re ve nue  of

l l $320,205, an increase  of $66,411, or 26.7 pe rcent, ove r adjus ted te s t yea r revenue  of $253,794, to

12 provide  a n ope ra ting income  of $26,556, for a  4.5 pe rce nt ra te  of re turn on the  Compa ny's  FVRB of

13 $592,006.

14 c .

15 46. The  ra te s  and cha rges  for the  Company a t pre sent, a s  proposed in its  amended ra te

16 applica tion, and as  recommended by Sta ff a re  as  follows :

17

18

19

20

21

22

23

24

25

26

27

28

5/8" x %" Me te r
%" Me te r
1" Me te r
1 W' Me te r

N/A
N/A
N/A
N/A

N/A
N/A
N/A
N/A

TBD
TBD
TBD
TBD

6 DECISION no.
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2" Me te r
3" Me te r
4" Me te r
6" Me te r
Standpipe /Bulk (per 1,000 ga llons)

N/A
N/A
N/A
N/A
N/A

N/A
N/A
N/A
N/A
N/A

TBD
TBD
TBD
TBD
TBD

C O MMO DITY R ATE S :
(Per 1,000 gallons )

Res identia l (All Me te r S ize s )
Firs t 3,000 Gallons
From 3,001 to 6,000 Gallons
Over 6,000 Gallons

$3.35
4.00
4.66

$3.62
4.32
5.03

N/A
N/A
N/A

Comme rcia l (All Me te r S ize s )
Firs t 6,000 Gallons
Over 6,000 Gallons

4.00
4.66

4.32
5.03

N/A
N/A

1

2

3

4

5

6

7

8

9

10

11

12

13

14

5/8" x %" & W' Mete r .- Res identia l
Firs t 3,000 Gallons
From 3,001 to 6,000 Gallons
Over 6,000 Gallons

3.35
4.00
4.66

3.62
4.32
5.03

$4.50
6.00
7.51

15

5/8" x W' & %" Meter - Commercial
First 6,000 Gallons
Over 6,000 Gallons

N/A
N/A

N/A
N/A

$6.00
7.51

16

17

1" Meter .... Residentia l & Commercia l
Firs t 20,000 Gallons
Over 20,000 Gallons

N/A
N/A

N/A
N/A

$6.00
7.51

18

19
1 W' Me te r - Re s ide ntia l & Comme rcia l
Firs t 55,000 Gallons
Over 55, 000 Gallons

N/A
N/A

N/A
N/A

$6.00
7.51

20

21 N/A
N/A

N/A
N/A

$6.00
7.5122

2" Me te r .- Res identia l & Commercia l
Firs t 72,000 Ga llons
Over 72,000 Gallons

23

24

3" Me te r - Re s ide ntia l & Comme rcia l
Firs t 200,000 Gallons
Over 200,000 Gallons

N/A
N/A

N/A
N/A

$6.00
7.51

25

26
4" Me te r .- Res identia l & Commercia l
Firs t 340,000 Gallons
Over 340,000 Gallons

N/A
N/A

N/A
N/A

$6.00
7.51

27

28

7 DECIS ION NO.
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6" Mete r .- Res identia l and Commercia l
Firs t 700,000 Ga llons
Over 700,000 Gallons

N/A
N/A

N/A
N/A

$6.00
7.51

S ta ndpipe /Bulk
P e r 1,000 Ga llons $9.20 $12.00 $11.22

Coin-Ope ra te d S ta ndpipe
P e r 25 Ga llons
P e r 20 Ga llons

$0.25
N/ A

N/A
$0.25

N/A
$0.253

Filte red Water Dispenser
Pe r Ga llon $0.25 $0.25 $0.254

1

2

3

4

5

6

7

8

9
S E RVICE  LINE  AND ME TE R INS TALLATIO N CHARG E S :

10

11 Meter S izes
Qq rre n t

To ta l

Companv
Proposed

Total

S ta ff
Re c o m m e n d e d

S e rvic e  Lin e
Staff

Recommended
Staff

Recommended

12

13

14

15

16

5/8" x %" Me te r
3/*aa Meter
1" Me te r
1 W' Me te r
2" Me te r
3" Me te r
4" Me te r
6" Me te r

Changes
$ 350

350
420
900

1,340
2,100
2,800
3,600

Qharge§
S 380

380
450
950

1,400
2,200
3,000
3,750

Charges
S 290

290
310
500
660
900

1,200
1,250

Meter Charges
s 90

90
140
450
740

1,300
1,800
2,500

Total Charges
$ 380

380
450
950

1,400
2,200
3,000
3,750

17
SERVICE CHARGES: Staff

Recommended18 Current
Company
Proposed

19

20

2 1

22

23

24

25

$20.00
24.00
N/ A

15.00
24.00
40.00

*
*

**

15.00
N/ A

10.00
1.50%

m *

$20.00
N/ A

10.00
15.00
N/ A

40.00
=1=

*

* *

15.00
N/A

10.00
1.50%

` * * *

$20.00
N/A

30.00
15.00

N/A
30.00

*

*

M

15.00
N/A

10.00
1.50%

* m26

Establishment
Es tablishment (Afte r hours )
Afte r Hours  Service  Charge
Reconnection (De linquent)
Reconnection (De linquent, Afte r Hours )
Me te r Te s t (If Corre ct)
Depos it
Deposit Inte res t
Re-Es tablishment (Within 12 months)
NSF Check
Deferred Payment
Me te r Re -Re a d (If Corre ct)
Late  Fee  (Per month)
Monthly Se rvice  Cha rge  for Fire  Sprinkle r

27

28
3 Staff notes that its recommended rate for the coin-operated standpipe includes sales tax.
4 Staff notes that its recommended rate for the filtered water dispenser includes sales tax.

8 DE C IS IO N NO .
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*

* *

***

P e r Commis s ion Rule  A.A.C. R-l4-2-403(B).
Months  off s ys te m time s  minimum pe r A.A.C. R14-2-403(D).
1% of Monthly Minimum for a  Compa ra ble  S ize  Me te r Conne c tion, but no le s s  tha n
$5.00 pe r month. The  S e rvice  Cha rge  for Fire  S prinkle rs  is  only a pplica ble  for s e rvice
line s  s e pa ra te  a nd dis tinct from the  prima ry wa te r s e rvice  line .

In addition to the  collection of its  regula r ra tes  and charges , the  Company sha ll collect
from its  cus tome rs  the ir proportiona te  s ha re  of a ny privile ge , s a le  or us e  ta x in
a ccorda nce  with A.A.C. R14---409(D)(5).

1

2

3

4

5

6

7 The  ra te s  a nd  re ve nue  re quire m e nts  propos e d  by the  pa rtie s  would  ha ve  the  fo llowing

g b ill im p a c ts  o n  th e  typ ic a l re s id e n tia l 5 /8  x 3 /4 -in c h  m e te r c u s to m e r with  m e d ia n  u s a g e  o f 2 ,6 3 8

9 ga llons :

47.

Typica l 5/8 x 3/4-inch Re s ide ntia l Me te r with Me dia n Us a ge

Curre nt Ra te s Proposed Rates Dolla r Incre a s e

$20.84 $23.05 $3.82

$20.84 $26.87 $6.03

% Increase

10.60

28.93

Iv. Fina nc ing  Applic a tion

10

11 Ash Fork

12 S ta ff

13

14

15

16 of ne w Arse nic Tre a tme nt Equipme nt for We ll No. 2.

17 49. S ta ff ana lyzed Ash Fork's  wa te r sys tem and de te rmined tha t the  a rsenic leve l a t Well

18 No. 2 has  decreased from 11.1 pa rts -pe r-billion ("ppb") in 2014, to 10.1 ppb in 2015 based on annua l

19 ave rages . S ta ff note s  tha t the  Maximum Contaminant Leve l ("MCL") for a rsenic is  10.0 ppb. In light

20 of the  declining a rsenic measurements , S ta ff recommends tha t the  Company monitor the  a rsenic leve l

21 a t Well No. 2 for an additiona l yea r prior to obta ining the  WIFA loan to ins ta ll the  Arsenic Trea tment

22 Equipment. S ta ff concludes  tha t if the  annua l ave rage  a rsenic leve l a t We ll No. 2 exceeds  10.0 ppb

23

48. In its  fina ncing a pplica tion, the  Compa ny re que s ts  a pprova l to fina nce  a  loa n in a n

amount not to exceed $150,000 from WIFA, the proceeds of which will be  used to fund the construction

a fte r one  yea r, the  proposed capita l improvements  would be  appropria te  and the  cos t e s tima tes  a re

24 re a s ona ble .

25 50. S ta ffs  recommended pe rmanent ra te s  and revenue  would not provide  sufficient cash

26 flow for the  Compa ny to me e t its  propos e d long-te rm de bt obliga tion unde r the  WIFA loa n. S ta ff

27 the re fore  re comme nds  imple me nting a  loa n surcha rge  me cha nism to ca lcula te  the  a dditiona l de bt

28

9 DECIS ION NO.
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Since  the  te rns  of the  WIFA loan will not be  known until a fte r the  loan is  closed, S ta ff

V. StamPs Recommendations

1 service  (principa l, interest, and reserve  fund) on the WIFA loan. Based on Sta ff's  ca lcula tion, the  debt

2 se rvice  and re se rve  fund payments  on a  20-yea r amortizing loan, in the  amount of $150,000, a t an

3 e s tima te d inte re s t ra te  of 5.25 pe rce nt, will re quire  the  Compa ny to ge ne ra te  a nnua l ca sh flows  of

4 $14,555 through the  surcha rge  mechanism.

5 5 l c

6 is  recommending approval of a  surcharge  mechanism, with the  surcharge  amount de termined by Staff

7 in a  la te r filing. S ta ff e s tima te s  tha t the  loan surcha rge  for a  re s identia l cus tomer on a  5/8 X 3/4-inch

8 me te r will be  a pproxima te ly $1.39 pe r month.

9 52. S ta ffs  e s tima te d loa n s urcha rge  a nd re comme nde d ra te s  would re s ult in a  time s -

10 inte re s t-eamed ra tio ("TIER") and debt se rvice  cove rage  ("DSC") ra tio of 1.58 and 2.16, re spective ly.

l l TIER represents the number of times earnings before  income tax expense covers interest expense on a

12 debt. A TIER grea te r than 1.0 means  tha t opera ting income is  grea te r than inte res t expense . A TIER

13 less  than 1.0 is  not sus ta inable  in the  long te rm, but does  not necessa rily mean tha t debt obliga tions

14 cannot be  met in the  short te rm. A DSC ra tio represents  the  number of times inte rna lly genera ted cash

15 will cove r required principa l and inte re s t payments  on short-te rm and long-te rm debt. A DSC of le ss

16 than 1.0 means tha t debt service  obliga tions cannot be  met by cash genera ted from opera tions and tha t

17 another source  of iiunds is  necessary to preclude  default on the  debt obliga tion.

18 53. According to S ta ff" s  fina ncia l a na lys is , the  re comme nde d re ve nue  re quire me nt,

19 including the  e s tima te d loa n s urcha rge , will provide  the  Compa ny with s ufficie nt ca s h flow to pa y

20 operating expenses, manage contingencies, fund principal and interest payments on its  current debt and

21 the  proposed loan, and to mee t the  minimum 1.2 DSC ra tio required by WIFA.

22 54. S ta ff conclude s  tha t the  propos e d  fina ncing  is  for la wful purpos e s , with in  the

23 Compa ny's  P owe rs  a s  a  corpora tion, compa tible  with the  public inte re s t, cons is te nt with s ound

24 fina ncia l pra ctice s , a nd will not impa ir its  a bility to provide  public s e rvice .

2 5

2 6 5 5 . S ta ff re comme nds  the  following:

27 a ) Tha t S ta ff' s  re comme nde d ra te s  a nd cha rge s  be  a pprove d;

b) Tha t the  Company file  with Docke t Control, a s  a  compliance  item in this  docke t,28
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C)

d)

e)

f>

8)

a  schedule  of its  approved ra tes and charges within 30 days of the  decision in this

ma tte r,

An average annual cost of $2,543 be adopted for the  water testing expense in this

proceeding,

That the  Company continue  to use  the  deprecia tion ra tes  utilized by the  Nationa l

As s ocia tion of Re gula tory Utility Commis s ione rs  ("NARUC") a s  pre s e nte d in

Table  H-1 of the  Enginee ring Report portion of the  firs t S ta ff Report filed in this

ma tte r,

Tha t the  Company cha rge  sepa ra te  se rvice  line  and me te r ins ta lla tion cha rges

lis ted in Table  L-l of the  Enginee ring Report portion of the  firs t S ta ff Report filed

in this  ma tte r,

Approva l of the  Company's  applica tion for authoriza tion to issue  long-te rm debt

to WIFA in an amount not to exceed $l50,000, subject to the  following condition:

(i) The Company shall file  documentation after one year demonstra ting that

a rs e nic le ve ls  in e xce s s  of 10 ppb prior to purcha s ing the  propos e d

Arsenic Trea tment Equipment,

Approva l of a  surcharge  mechanism tha t S ta ff es timates  may result in a  monthly

surcharge  amount as  follows:

Me te r S ize Monthlv Surcharge

5/8 x 3/4" Me te r
3/4" Me te r
1" Me te r
1 W' Me te r
2" Me te r
3" Me te r
4" Me te r
6" Me te r

$1.39
$2.08
$3.46
$6.93
$11.09
$20.79
$34.65
$69.30

Bulk/S tandpipe
(per 1,000 ga llons)

1

2

3

4

5

6

7

8

9

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

26

27

28

h )

$0.49

That the  actua l amount of the  WIFA loan surcharge  be  ca lcula ted by Staff based

upon the  actua l te rms  of the  WIFA loan and actua l number of cus tomers  a t the

1 1 DECIS ION n o .
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i)

j)

k)

1)

H)

o)

p )

1 time  of loan clos ing,

2 Tha t the  Company file  as  a  compliance  item in this  Docke t, within 30 days  of the

3 execution of any financing transaction authorized here in, a  notice  confirming tha t

4 s uch e xe cution ha s  occurre d a nd a  ce rtifica tion by a n a uthorize d Compa ny

5 representa tive  tha t the  te rms of the  financing fully comply with the  authoriza tions

6 granted,

7 That the  Company provide  to S ta ff, upon request, a  copy of any loan documents

8 executed pursuant to the  authorizations granted herein,

9 Tha t the  Company may file , in this  docke t, upon filing notice  of the  loan clos ing,

10 an applica tion requesting implementa tion of the  associa ted surcharge ,

l l Tha t S ta ff sha ll ca lcula te  the  appropria te  loan surcha rge  and prepa re  and file  a

12 re comme nde d  orde r for Commis s ion  cons ide ra tion  with in  30  da ys  of the

13 Company's  filing of an applica tion requesting implementa tion of the  surcharge ,

14 m ) Tha t a pprova l of the  loa n a nd surcha rge  be  re scinde d if the  Compa ny ha s  not

15 sta rted drawing funds  from the  loan within four yea rs  of the  e ffective  da te  of this

l6 De cis ion;

17 That the  WIFA loan surcharge  automatica lly expire  a t the  end of the  loan te rm or

18 upon full payment of the  loan, whichever occurs  firs t,

19 Tha t the  entire  principa l pa id on the  loan be  recognized a s  a  Contribution In Aid

20 of Cons truction ("CIAC") Mth appropria te  ra te  base  trea tment, and

21 That die  Company, as  a  compliance  item in this  docket, notify its  customers of the

22 rates and charges approved herein and their effective date , in a  form acceptable  to

23 Sta ff, by means  of an inse rt in its  next regula r scheduled billing, and file  copie s

24 with Docke t Control within 30 days  of the  da te  notice  is  sent to customers .

25

26 56. In its  comme nts  to the  upda te d S ta ff Re port, the  Compa ny re que s ts  tha t S ta ff" s

27 recommended monthly usage  cha rges  for the  5/8 x 3/4-inch me te r and 3/4-inch me te r be  reduced by

28 $1 .50, from $15.00 to  $13.50. According to the  Compa ny, S ta ff' s  re comme nde d ra te  de s ign

VI. Company Comments

1 2 DECIS ION NO.
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VII. Res olution

CONCLUS IONS  OF LAW

1 disproportiona te ly burde ns  re s ide ntia l cus tome rs  with the  incre a se d re ve nue  re quire me nt. The

2 Compa ny s ta te s  tha t if the  monthly usa ge  cha rge  is  re duce d by $1.50, the  monthly bill for a  typica l

3 re s ide ntia l 5/8 x 3/4-inch me te r cus tome r with me dia n usa ge  would only incre a se  from $20.84 to

4 $25.37, or 21.7 percent.

5 57. In addition, the  Company objects  to Staff' s  recommendation that the  Company monitor

6 the  a rs e nic le ve l a t We ll No. 2 for a n a dditiona l ye a r prior to obta ining the  WIFA loa n to ins ta ll the

7 Arsenic Trea tment Equipment. According to the  Company, continued monitoring is  not necessa ry and

8 will only confine  tha t the  a rsenic leve l a t We ll No. 2 ranges  from 9 ppb to 12 ppb.

9

10 58. We decline  to adopt the  Company's  proposa l to reduce  S ta ffs  recommended monthly

l l usage  cha rges  for the  5/8 X 3/4-inch me te r and 3/4-inch me te r cus tomers  for seve ra l reasons . Firs t,

12 reducing the  monthly usage  charge  for those  customers  would have  the  unintended e ffect of reducing

13 the  ove ra ll re ve nue  re quire me nt a pprove d he re in. Se cond, S ta ffs  re comme nde d ra te s  incre a se  the

14 monthly bill for the  5/8 x 3/4-inch me te r cus tomer by 28.93 pe rcent, which is  proportiona lly s imila r to

15 Staff s  recommended overall 26.7 percent increase  in annual operating revenue.

16 59. We  furthe r de cline  to a dopt S ta ffs  re comme nda tion tha t the  Compa ny monitor the

17 a rsenic leve ls  a t Well No. 2 for an additiona l year prior to obta ining the  WIFA loan to fund construction

18 of the  Arsenic Trea tment Equipment. Given tha t the  a rsenic leve ls  a t Well No. 2 exceeded the  MCL

19 in 2014 a nd 2015, we  do not be lie ve  the  Compa ny should be  re quire d to de la y cons truction of the

20 equipment necessa ry to trea t the  exis ting a rsenic contamina tion.

21 60. We find that Staffs  recommended revenue, ra tes, and charges are  just and reasonable

22 and should be  adopted. We further find tha t it is  reasonable , consis tent with sound financia l practices ,

23 and in the  public inte res t to grant Ash Fork the  authority to issue  up to $150,000 in long-te rm debt for

24 the  purposes  s ta ted in its  financing applica tion.

25

26 As h Fork De ve lopme nt As s ocia tion, Inc. d/b/a  As h Fork Wa te r S e rvice  is  a  public

28 250, 40-251, 40-301, and 40-302.

1.

13 DECIS ION NO.
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1 2. The  Commiss ion ha s  jurisdiction ove r Ash Fork Deve lopment Associa tion, Inc. d/b/a

2 Ash Fork Wate r Se rvice  and the  subj e t ma tte r of the  applica tions .

3 3. Notice  of the  applica tions  was provided in the  manner prescribed by law.

4 4. Ash Fork Development Associa tion, Inc. d/b/a  Ash Fork Water Service 's  fa ir va lue  ra te

5 base is $592,006.

6 5. The rates, charges, and conditions of service authorized herein are  just, reasonable , and

7 in the  public inte res t and should be  approved without a  hea ring.

8 6. The authorizations granted herein are  for lawful purposes which are  within the  corporate

9 Powers  of the  Company, a re  compa tible  with the  public inte re s t, wide  sound financia l practice s , and

10 with the  prope r pe rformance  by the  Company of se rvice  a s  a  public se rvice  corpora tion, and will not

l l impa ir the  Company's  ability to pe rform tha t se rvice .

12 7. The financing approved here in is  for the  purposes s ta ted in the  financing applica tion, is

13 reasonably necessary for those purposes, and is not reasonably chargeable to operating expenses or to

1 4  in co me .

15 8. Approva l of the  propos e d fina ncing s hould not gua ra nte e  or imply a ny

16 trea tment of any capita l additions  for ra temaking or ra te  base  purposes .

9. Staff's  recommendations, as  modified here in, a re  just and reasonable  and in the  public

specific

1 7

1 8 inte re s t .

ORDER

MO NTHLY US AG E  CHARG E S :

19

20 IT IS  THEREFORE ORDERED tha t Ash Fork Deve lopment Associa tion, Inc. d/b/a  Ash Fork

21 Water Service  is  hereby directed to tile  with Docket Control, as  a  compliance  item in this  docket, within

22 thirty (30) days  of the  e ffective  da te  of this  Decis ion, revised schedules  se tting forth the  following ra tes

23 and charges:

24

25

26

27

28

5/8" x W' Me te r
W' Me te r
1" Me te r
1 W' Me te r
2" Me te r

$15.00
15.00
24.00
35.00
46.00

1 4 DE CIS ION n o .
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3" Me te r
4" Me te r
6" Me te r

72.00
127.00
152.00

WIF A LO AN MO NTHLY S UR C HAR G E :

5/8" x %" Me te r
W' Mete r
1" Me te r
1 W' Mete r
2" Me te r
3" Me te r
4" Me te r
6" Me te r
Standpipe /Bulk (per 1,000 ga llons)

TBD
TBD
TBD
TBD
TBD
TBD
TBD
TBD
TBD

1

2

3

4

5

6

7

8

9

10 C O MMO DITY C HAR G E S :
(Per 1,000 Gallons)

11

12

13

5/8" x w' & W' Meter - Residential
First 3,000 Gallons
From 3,001 to 6,000 Gallons
Over 6,000 Gallons

$4.50
6.00
7.51

14

15
5/8" x %" & %" Me te r - Comme rcia l
Firs t 6,000 Gallons
Over 6,000 Gallons

$6.00
7.51

16

17 1" Me te r - Re s ide ntia l & Comme rcia l
Firs t 20,000 Gallons
Over 20,000 Gallons

$6.00
7.5118

19

20

1 %" Me te r - Re s ide ntia l & Comme rcia l
Firs t 55,000 Gallons
Over 55, 000 Gallons

$6.00
7.51

21

22
2" Me te r - Re s ide ntia l & Comme rcia l
Firs t 72,000 Gallons
Over 72,000 Gallons

$6.00
7.51

23

24
3" Me te r - Re s ide ntia l & Comme rcia l
Firs t 200,000 Gallons
Over 200,000 Gallons

$6.00
7.51

25

26

27

4" Me te r - Re s ide ntia l & Comme rcia l
Firs t 340,000 Gallons
Over 340,000 Gallons

$6.00
7.51

28
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6" Meter - Residential and Commercial
First 700,000 Gallons
Over 700,000 Gallons

$6.00
7.51

S ta ndpipe /Bulk - Re s ide ntia l & Comme rcia l
(Pe r 1,000 ga llons ) $11.22

Coin-Operated Standpipe
(Per 20 Gallons) $0.25

Filte red Wate r Dis pens e r
(P e r Ga llon) $0.25

S E R VIC E  LINE  AND ME TE R  INS TALLATIO N C HAR G E S :

Service  Lin e
Me te r S ize s

1

2

3

4

5

6

7

8

9

10

11

12

13

14

15

5/8" x %" Me te r
%" Me te r
1" Me te r

1 W' Me te r
2" Me te r
3" Me te r
4" Me te r
6" Me te r

Charges
$ 290

290
310
500
600
900

1,200
1,250

Meter Charges
$ 90

90
140
450
750

1,300
1,800
2,500

TotalCharges
$380

380
450
950

1,400
2,200
3,000
3,750

S E R VIC E  C HAR G E S :
16

17

18

19

20

21

22

Es tablis hment
Afte r Hours  Se rvice  Charge
Re conne ction (De linque nt)
Me te r Te s t (If Corre ct)
De pos it
Depos it Inte re s t
Re -Es tablis hment (Within 12 months )
NS F Che ck
Me te r Re -Re a d (If Corre ct)
La te  Fee  (Pe r month)
Monthly S e rvice  Cha rge  for Fire  S prinkle r

$20.00
30.00
15.00
30.00

*
*

**

15.00
10.00

1.50%
*m

23

24
*

* *

***
25

26

P e r A.A.C. R-14-2-403(B).
Months  off s ys te m time s  monthly minimum pe r A.A.C. 14-2-403(D).
1% of Monthly Minimum for a  Comparable  S ize  Me te r Connection, but no le s s  than
$5.00 pe r month. The  Se rvice  Cha rge  for Fire  Sprinkle rs  is  only applicable  for s e rvice
lines  s epara te  and dis tinct from the  primary wa te r s e rvice  line .

27

28
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1 IT IS FURTHER ORDERED that the above rates and charges shall be effective for all service

2 provided during the Company's next regular billing cycle.

3 IT IS FURTHER ORDERED that Ash Fork Development Association, Inc. d/b/a Ash Fork

4 Water Service shall, as a compliance item in this docket, notify its customers of the authorized rates

5 and charges and their effective date, in a form acceptable to the Commission's Utilities Division, by

6 means of an insert in its next regularly scheduled billing, and file a copy with Docket Control within

7 thirty (30) days of the date notice is sent to customers.

8 IT IS FURTHER ORDERED that Ash Fork Development Association, Inc. d/b/a Ash Fork

9 Water Service shall use the depreciation rates delineated in Table H-l of the Engineering Report portion

10 of the first Staff Report filed in this matter.

l l IT IS FURTHER ORDERED that Ash Fork Development Association, Inc. d/b/a Ash Fork

12 Water Service is authorized to incur long-tenn financing, in an amount not to exceed $l50,000,

13 pursuant to a loan agreement with the Water Infrastructure Finance Authority of Arizona, at an interest

14 rate not to exceed that available from the Water Infrastructure Finance Authority of Arizona.

15 IT IS FURTHER ORDERED that such financing authority is expressly contingent upon Ash

16 Fork Development Association, Inc. d/b/a Ash Fork Water Service's use of the proceeds for the

17 purposes set forth in its financing application, as discussed herein.

18 IT IS FURTHER ORDERED that approval of the loan and surcharge authorized herein shall

19 be rescinded without further order of the Commission if the Company has not drawn funds from the

20 loan within four years from the effective date of this Decision.

21 IT IS FURTHER ORDERED that Ash Fork Development Association, Inc. d/b/a Ash Fork

22 Water Service is hereby authorized to pledge, mortgage, lien, and/or otherwise encumber its assets in

23 the State of Arizona pursuant to A.R.S. § 40-285 and A.A.C. Rl8-15-104, in connection with the

24 indebtedness authorized herein.

25 IT IS FURTHER ORDERED that Ash Fork Development Association, Inc. d/b/a Ash Fork

26 Water Service is hereby authorized to engage in any transaction and to execute any documents

27 necessary to effectuate the authorizations granted herein.

28 IT IS FURTHER ORDERED that Ash Fork Development Association, Inc. d/b/a Ash Fork

1 7 DECISION no.
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Wate r Se rvice  sha ll provide  to the  Commiss ion's  Utilitie s  Divis ion, upon reques t, a  copy of any loan

documents executed pursuant to the  authorizations granted herein.

IT IS  FURTHER ORDERED tha t As h Fork De ve lopme nt As s ocia tion, Inc. d/b/a As h Fork

4 Wa te r S e rvice  sha ll file  with Docke t Control, a s  a  complia nce  ite m in this  docke t, within 30 da ys  of

5 the  execution of any financing transaction authorized he re in, a  notice  confirming tha t such execution

6 has occurred and a  certifica tion by an authorized Company representa tive  that die  terms of the  financing

7 fully comply wide  the  a uthoriza tions  gra nte d he re in.

IT IS  FURTHER ORDERED tha t upon filing notice  confirming the  loan's  execution, Ash Fork

9 De ve lopme nt As s ocia tion, Inc. d/b/a As h Fork Wa te r S e rvice  ma y file  with Docke t Control, in this

10 docke t, an applica tion requesting implementa tion of the  loan surcharge , as  discussed here in.

IT IS  FURTHER ORDERED tha t the  Commis s ion 's  Utilitie s  Divis ion s ha ll ca lcula te  the

12 a ppropria te  loa n s urcha rge  a mount a nd pre pa re  a nd file  a  re comme nde d orde r for Commis s ion

13 cons ide ra tion , with in  th irty (30) da ys  o f the  filing  o f the  Compa ny's  a pp lica tion  re que s ting

14 imple me nta tion of the  loa n surcha rge .

IT IS  FURTHER OR.DERED tha t the  loan surcha rge  sha ll automa tica lly expire  a t the  end of

16 the  loan te rm or upon the  full payment of the  loan, whicheve r occurs  firs t.

IT IS  FURTHER ORDERED tha t the  e ntire  principa l pa id on the  loa n be  re cognize d a s  a

18 Contribution In Aid of Construction for ra te  base  and ra temaking purposes .

1

2

1 8 DECIS ION NO.
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COMMIS S IONER BURNSCOMMIS S IONER TOBINCOMMIS S IONER FORES E

IN WITNES S  WHEREOF, I,  J ODI A. J ERICH, Exe cu tive
Director of the  Arizona  Corpora tion Commission, have  hereunto
set my hand and caused the officia l seal of the  Commission to be
a ffixe d  a t  th e Ca pitol, in  t h e C ity o f P h o e n ix, this

da y of _ 2016.

J ODI A. J ERICH
EXECUTIVE DIRECTOR

DIS S ENT

DIS S ENT
S MH:dp(rt)

19 DECIS ION n o .

DOCKETNO. W-01004B-15-0313 ET AL.

1 IT IS  FURTHER ORDERED tha t, in addition to the  collection of its  regula r ra te s  and charges ,

2 Ash Fork Deve lopment Associa tion, Inc. d/b/a  Ash Fork Wate r Service  sha ll collect from its  cus tomers

3 a  proportiona te  share  of any privilege , sa les  or use  tax in accordance  with A.A.C. RI4-2-409(D).

4 IT IS  FURTHER ORDERED tha t this  Decis ion sha ll become  e ffective  immedia te ly.

5 BY ORDER OF THE ARIZONA CORP ORATION COMMIS S ION.
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S ERVICE LIS T FOR: ASH FORK DEVELOPMENT ASSOCIATION, INC.
D/B/A ASH FORK WATER SERVICE

w-0100413-15-0313 AND W-01004B-15-0342

Less  E. Hume
ASH FORK WATER SERVICE
PO Box 436
518 Lewis Avenue
Ash Fork, AZ 86320

1

2 DOCKET NOS.:
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J anice  Alward, Chie f CoLu1s e1
Le ga l Divis ion
AR IZO NA C O R P O R ATIO N C O MMIS S IO N
1200 We s t Wa s hington S tre e t
P hoe n ix, AZ 85007

10

Thoma s  Brode rick, Dire ctor
Utilitie s  Divis ion
AR IZO NA C O R P O R ATIO N C O MMIS S IO N
1200 We s t Wa s hington S tre e t
P hoe n ix, AZ 8500711

12

13

14

15

16

17

18

19

20

21

22

23

24

25

26

27

28

20 DECIS ION no.


